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The Honorable J. Bennett Johnston 
IJnited States Senate 

Dear Senator Johnston: 

In your letter of February 12, 1987, you asked us to review the Army’s 
process for selecting the Louisiana Army Ammunition Plant’s (AAP) 
operating contract for competition in fiscal year 1987. You expressed 
concern that the process was flawed and that the selection of the Louisi- 
ana plant for competition was not justified. 

While our review revealed no indication that the Army’s selection pro- 
cess was biased toward selecting the Louisiana plant, we concluded that 
the selection process itself was inappropriate. The Army developed the 
selection process to decide which operating contracts to open to competi- 
tion However, the Competition in Contracting Act off 1984 (CICA), P.L. 
98,369, mandates competition for all procurements exceeding $26,000 
unless one of the seven specific statutory exceptions is met. Because 
contracts to operate AAPS exceed $25,000, we believe that the Army 
should comply with the act by opening each AAP operating contract to 
competition when it expires or justify, on a case-bycase basis, why this 
should not be done. 

1 

Background The 1J.S. Army Armament, Munitions and Chemical Command (AMCCOM), 
located in Rock Islland, Illinois, contracts with private industry for oper- 
ating and maintaining 24 of its ammunition plants. Fourteen of the 
plants are in operation (active). The remaining 10 plants are closed 
(inactive) but are being maintained. Because the plants are operated and 
maintained by contractors, they are called government-owned, 
contractor-operated (GOCO) plants. 

, 

The contracts generally cover a 5-year period (1 base year, with 4 option 
years) and, prior to the enactment of CICA, the Army’s policy was to 
renew the contracts without competition at the end of the 5-year period 
unless (1) the incumbent contractor did not wish to continue, (2) the 
Army was dissatisfied with contractor performanck, or (3) the Army 
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and the contractor could not agree on contract terms. Ilowever, to com- 
ply  with CICA, the Army’s  Competition Advocate’ believes  that AMCCOM 
should open the contracts to competition, rather than s imply  renew 
them. AMCCOM offic ials  sa id that they lac k  the expertise, time, and 
resources to open all of the contracts to competition when they expire. 
The offic ials  plan to open one active plant contract and one inac tive 
plant contract to competition each year and have developed a competi- 
tion evaluation review plan for evaluating contractor performance and 
deciding which contracts to open to competition. They selec ted an active 
plant contract (Louisiana) for competition in fisca l year 1987 but did not 
need to se lec t an inac tive plant contract because one incumbent did not 
wish to continue as operating contractor. 

AMCCOM used a two-step evaluation process to se lec t the Louis iana plant 
for competition. F irs t, AMCCOM applied a scor ing s y s tem to rate each con- 
tractor’s  performance at 13 active ammunition plants . The Army 
exc luded one active ammunition plant from the evaluation because its  
contract had been competitively awarded in fisca l year 1985. Second, 
AMCCOM attempted to determine which of five plants  with c losely  c lus-  
tered scores offered the greatest potential benefits  from competition and 
decided on Louis iana. 

In the firs t s tep of the evaluation process, a competition evaluation 
review team (CEHT) developed cr iteria for measuring operating contrac- 
tor performance. Contracting O fficer’s  Representative (COH) s taff at the 
plants  and AMCCOM Headquarters s taff used the c r iteria to rate operating 
contractors’ performance on a sca le of 1 to 10, with 10 being most effec-  
tive. The team compiled the ratings  for each plant, ranked the plants  by 
score, and presented the ranking to a Senior Review Board. 

The Board eliminated the two plants  with the lowest scores because I, 
AMCCOM was negotiating a new contract at one plant and s tart-up prob- 
lems  adversely  affec ted ratings  for the other. The Board direc ted that 
the five plants  with the next lowest scores (inc luding Louis iana) should 
be evaluated to determine which one offered the greatest potential bene- 
fits  from competition. Among the fac tors considered were the 

9 time s ince the plant’s  contract was las t opened to competition, 
l amount of the contractor’s  corporate general and adminis trative costs,  
l dollar va lue of the contract and the contractor’s  fee, 

‘A (hmpctition Advoc:ate is  a per.wm designated t,o ensure maximum competition in Army 
procurf?ments. 
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. n u m b e r o f e m p l o y e e s  a n d  u n i o n s  a t th e  p l a n t, 
*  c o n tra c to r p ro p ri e ta ry  ri g h ts  to  p ro d u c ti o n  p ro c e s s e s , 
. p e rfo rm a n c e  s c o re s  o f th e  c o m p e ti ti o n  e v a l u a ti o n  re v i e w , a n d  
l  th e  a d e q u a c y  o f th e  c o n tra c to r’s  p ro p e rty  a n d  p ro c u re m e n t s y s te m s . 

In  th e  s e c o n d  s te p , th e  re v i e w  te a m  a s s e s s e d  th e  fi v e  p l a n ts  a c c o rd i n g  to  
th e s e  fa c to rs  a n d  ra n k e d  th e  L o u i s i a n a  p l a n t c o n tra c t a s  th e  b e s t c a n d i - 
d a te  fo r c o m p e ti ti o n . T h e  B o a rd  a g re e d  a n d  re c o m m e n d e d  to  th e  C o m - 
m a n d i n g  G e n e ra l , A M C C O M , th a t th e  L o u i s i a n a  A A P  o p e ra ti n g  c o n tra c t b e  
o p e n e d  to  c o m p e ti ti o n  i n  fi s c a l  y e a r 1 9 8 7 . T h e  C o m m a n d i n g  G e n e ra l  
a g re e d  b u t w a s  d i re c te d  b y  D e p a rtm e n t o f th e  A rm y  H e a d q u a rte rs  to  
d e fe r a n y  a c ti o n  u n ti l  fu rth e r n o ti c e . 

I 
F l b w s  i n  th e  S e l e c ti o n  W e  fo u n d  n u m e ro u s  fl a w s  i n  th e  A rm y ’s  d e v e l o p m e n t a n d  c o m p i l a ti o n  

R j o c e s s  o f p e rfo rm a n c e  ra ti n g s  d u ri n g  th e  fi rs t s te p  o f th e  e v a l u a ti o n , A n  i n - 
d e p th  a u d i t w o u l d  b e  re q u i re d  to  d e te rm i n e  th e  fu l l  e x te n t o f th e  d e fi - 
c i e n c i e s  a n d  th e i r i m p a c t o n  th e  A rm y ’s  d e c i s i o n  to  o p e n  th e  L o u i s i a n a  
p l a n t c o n tra c t to  c o m p e ti ti o n . A d d i ti o n a l  e ffo rt i s  n o t w a rra n te d , h o w - 
e v e r, b e c a u s e , a s  d i s c u s s e d  l a te r, th e  s e l e c ti o n  p ro c e s s  i ts e l f i s  i n a p p ro - 
p ri a te  a n d  u n n e c e s s a ry . 

In  th e  fi rs t s te p  o f th e  e v a l u a ti o n , th e  C E R T  c o m p i l e d  o v e ra l l  s c o re s  fo r 
e a c h  p l a n t b a s e d  o n  p e rfo rm a n c e  ra ti n g s  fo r s a fe ty , q u a l i ty , c o s t, s c h e d - 
u l e , e n e rg y  u s e , p ro j e c ts , re a d i n e s s , e q u i p m e n t m a n a g e m e n t, e n v i ro n - 
m e n t, fa c i l i ti e s  e n g i n e e ri n g , s e c u ri ty , a tti tu d e , l a b o r, a n d  fl e x i b i l i ty . W e  
n o te d  q u e s ti o n a b l e  ra ti n g s  i n  a l l  b u t o n e  p e rfo rm a n c e  c a te g o ry . In  s o m e  
p e rfo rm a n c e  c a te g o ri e s , th e re  w e re  q u e s ti o n a b l e  ra ti n g s  fo r a l l  p l a n ts , 
a n d  i n  o th e rs  th e re  w e re  q u e s ti o n a b l e  ra ti n g s  fo r o n e  o r m o re  o f th e  
p l a n ts . W e  fo u n d  e x a m p l e s  o f 

b  
l  q u e s ti o n a b l e  p e rfo rm a n c e  c ri te ri a ; 
. i n c o m p l e te  ra ti n g s , i n  p a rt, b e c a u s e  s o m e  ra te rs  c o n s i d e re d  s o m e  p e r- 

fo rm a n c e  c ri te ri a  s o  s u b j e c ti v e  th a t th e y  w o u l d  n o t p re p a re  ra ti n g s ; 
l  i n c o n s i s te n t u s e  o f ra ti n g  p e ri o d s ; a n d  
0  c o m p u ta ti o n a l  e rro rs  (e .g ., i n c o rre c tl y  c o m p u te d  c o s t-p e rfo rm a n c e  

ra ti n g s ). 

S o m e  ra ti n g s  i n  th e  C E I~ T  c o m p i l a ti o n  d i d  n o t a g re e  w i th  s u p p o rti n g  d o c - 
u m e n ta ti o n  F o r e x a m p l e , th e  C E IZ T  c o m p i l a ti o n  i n c l u d e d  ra ti n g s  fo r 
q u a l i ty  a t th e  K a n s a s  p l a n t o f 1 0 .0  a n d  th e  S c ra n to n  p l a n t o f 9 .3 . H o w - 
e v e r, s u p p o rti n g  d o c u m e n ts  s h o w e d  a  9 .1 5  ra ti n g  fo r q u a l i ty  a t K a n s a s  
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and a 10.0 rating at Scranton. For the most part, CERT officials attrib- 
uted the inconsistencies to errors in carrying forward the ratings from 
supporting documents. They stated that they did not have enough time 
to check the quality of the performance rating process. 

In addition, the COR submitted two ratings for the Louisiana UP, 
because the new plant commander wanted to recognize recently 
improved contractor performance. The second rating was submitted 
after the cutoff date for submission, covered about a S-month period 
ending in September 1986, was higher than the first rating, and was 
somewhat subjective. While the CERT used portions of each rating in 
compiling scores, no other plant was given more than one rating. 

I 
I Nd Indication of B ias We found no indication that the process was biased toward selection of 

in the Selection the Louisiana contract for competition. The flaws we noted in the first 
step of the process affected some ratings for all plants. The process was 

cess applicable to all plants and provided a broad assessment of contractors’ 
performances. Both COR and Headquarters staff independently rated 
each contractor using the same criteria. The factors the review team 
considered during the second step of the process were established before 
the evaluations began and did not appear to be designed to favor or 
penalize any particular plant. 

AMCCOM officials stated that the process had been directed toward identi- 
fying the operating contract that would yield the greatest benefit from 
competition and that the outcome had not been predetermined. We 
found no evidence to the contrary. 

I 

‘- T e Army’s Approach 
Dies Not Comply W ith 

The Army is not complying with CICA in its selection of two ammunition b 
plant operating contracts for competition each year. CICA mandates that 
competitive procurement procedures be used unless one of the seven cir- 

CI cumstances (exceptions) set forth in the act is met. Lack of staff, lack of 
resources, and lack of expertise -reasons that the Army cited for 
awarding contracts without competition-are not among the exceptions. 
By avoiding competition for the operating contracts, AMCCOM is depriv- 
ing other contractors of the opportunity to compete and the government 
of potential cost savings that could be realized through competition. 

AMCCOM officials told us that opening more than two operating contracts 
a year to competition is not feasible because AMCCOM lacks the necessary 
resources. However, AMCCOM'S director for procurement and production 
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stated that AMCCOM has not requested funding for the resources needed. 
Further, AMCCOM said that opening contracts to competition as they 
expire would be too costly and time-consuming for operating contractors 
and for the Army, could result in fewer operating contractors, and could 
cause instability in the work force because turnover of operating con- 
tractors would create feelings of job insecurity. The officials also said 
that they are uncertain about the effect on competition of incumbent 
contractors’ proprietary rights to production processes. These officials, 
however, did not provide analyses or other documentation to support 
these claims. 

‘i 

We did not attempt to determine whether any of the circumstances set 
forth in CICA might currently or in the future justify AMCCOM'S use of 
other than full and open competition to select a contractor for any of the 
ammunition plants. In the past, one reason AMCCOM has used to justify 
sole-source procurement procedures to negotiate follow-on plant con- 
tracts is that a change in contractors would adversely affect the mobili- 
zation base readiness, a circumstance that is currently set forth in CICA 
as justifying the use of other than full and open competition. AMCCOM'S 
recent decision to subject all plants to a selection process suggests, how- 
ever, that the mobilization issue may no longer be of such magnitude as 
to justify continued sole-source contracting. Further, AMCCOM officials 
have looked for other justifications for avoiding competition. However, 
these justifications, as previously discussed, do not meet the tests for 
exempting operating contracts from competitive procedures. 

AMCCOM has, in some instances, used “class” justifications to support the 
use of sole-source contracting procedures or restricted competition. A 
“class” justification is a document that justifies exempting a broad cate- 
gory or class of products or services from competitive procedures. We 
recognize that the Federal Acquisition Regulation permits the use of 1, 
class justifications. In our report Federal Regulations Need to Be 
Revised to Fully Realize the Purposes of the Competition in Contracting 
Act of 1984 (GAO/~-85-14, Aug. 21, 1986), however, we said that such 
class justifications do not meet the intent of the act. 

In discussing our findings, officials of the Office of the Secretary of 
Defense and the Department of the Army said that they fully support 
opening ammunition plant operating contracts to competition. They said 
that significant savings should accrue, citing the savings that accrued 
from the recent competition of the Lake City AAP contract. They cau- 
tioned, however, that there may be practical limits to the number of con- 
tracts that can be opened to competition each year and that this concern 
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will remain until they are able to gain some experience in opening the 
contracts to competition, 

Conclusions AMCCOM'S process for selecting the Louisiana AAP operating contract for 
competition in fiscal year 1987 was flawed. However, we found no evi- 
dence that the process was biased toward selecting the Louisiana 
contract. 

More importantly, the Army should not use a selection process to choose 
operating contracts for competition. CICA requires that all contracts be 
opened to competition unless a sole-source or restricted competition is 
appropriate under the circumstances (exceptions) set forth in the act. 
This determination is required to be made on a case-by-case basis. In our 
opinion, AMCCOM, by including all plants in the selection process, implies 
that the statutory exceptions to full and open competition may no longer 
be appropriate for justifying the use of sole-source procedures to select 
contractors to operate the ammunition plants. 

decommendation We recommend that the Secretary of the Army direct the Commanding 
General of AMCCOM to comply with CICA by either opening all ammunition 
plant operating contracts to full and open competition as they expire or 
justifying, on a case-by-case basis, the use of other than competitive pro- 
cedures based on one of the exceptions in the act. 

+gency Comments 
/ 

Officials of the Department of Defense reviewed a draft of this report 
and provided us official oral comments. They generally agreed with our 
conclusions and recommendation. They said that the Army will issue 
guidance to its field activities to ensure that the selection process is not 
used in the future and that renewed emphasis be given to CICA and those 
provisions of the Federal Acquisition Regulation relating to competition 
so that decisions on whether or not to compete GOCOS are made on a 
case-by-case basis solely in compliance with the provisions of law and 
regulation. 

$bjectives, Scope, and We did our work primarily at AMCCOM, Rock Island, Illinois, because that 

!/Iethodology 
command made the decision to open the Louisiana operating contract to 
competition. We interviewed officials to identify policies for opening 

I contracts to competition and to learn about the evaluation process that 
led to the selection of the Louisiana plant as the choice for competition. 
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To assess the fairness and consistency with which the Army conducted 
its evaluation, we reviewed documents supporting the plant perform- 
ance ratings used to decide which ammunition plant contract would be 
awarded through competition. We visited the Louisiana AAP to discuss 
the evaluation process and the plant’s performance rating with the 
Army’s COR staff and the plant manager. 

In addition, we spoke with the Army Competition Advocate about CEA’S 
applicability to ammunition plant operating contracts and the Army’s 
approach to complying with the act. 

We performed our review from March to August 1987 in accordance 
with generally accepted government auditing standards. 

Unless you publicly announce its contents earlier, no further distribu- 
tion of this report will be made until 10 days from its date. At that time, 
we will make copies available to the Secretary of Defense, the Secretary 
of the Army, and other interested parties. 

Sincerely yours, 

‘;-j& Q &oy1’,, 

Frank C. Conahan 
Assistant Comptroller General 
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